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Philadelphia, Pa. 
February 10, 1938 


To the Stockholders of 

Union Premier Food Stores, Inc. 


Your company operates on a fiscal year having thirteen periods 
of four weeks each. This report covers the fifty-two (52) week periods 
which began January 4, 1937, and ended December 31, 1937. 

The financial condition of your company as at December 31, 
1937, and the operations of your company for the fifty-two week period 
ended on said date are reflected in the consolidated balance sheet and 
profit and loss statement appended hereto, certified by Messrs. Lybrand, 
Ross Bros, and Montgomery, certified public accountants. 


EARNINGS AND DIVIDENDS 


The following is a condensed summary of the company’s earnings 
for the fiscal year ended December 31,1937, compared with its earnings 
for the fiscal year ended January 3, 1937: 


Earnings 


Earnings 
Per share* 


Fiscal year (1937) 
ended December 31, 1937 
52 weeks 


$160,441.41 


$1,615 


Fiscal year (193G) 
ended January 3, 1937 
53 weeks 


$361,673.39 


$1,269 


l! Based on 285,000 shares outstanding December 24, 1937 


Your company declared and paid dividends aggregating $426,300 
for the year 1937, which is equivalent to $1.50 per share on the respect¬ 
ive shares outstanding at the time the respective dividends were paid. 
Of said total dividends of $1.50 per share, 90c per share was declared 
in the form of an optional stock dividend, the stockholders being of¬ 
fered the option of receiving the dividend either in cash or in common 
stock on the basis of 1/10th of a share additional common stock for 
each share held; the holders of 2515,400 shares out of a total of 285,000 
shares (approximately 89%) elected to accept the dividend in stock. 
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SALES ANALYSIS 


The following is a condensed analysis of the sales (and percent¬ 
age of increase of sales) of your company and its predecessor companies 
and wholly-owned subsidiaries for the years 1934, 1935, 1936 and 1937. 
The years prior to 1936 are included since this is your company’s first 
annual report subsequent to public financing. 


By 4-week 
Periods 
1st 4 


193G 


1937 

847,831.80 (I.’))* 

999.G43.33 (15) 599,013.17 (10) 

987,242.12 (15) 017,225.28 (10) 

975,881.G8 (15) 591,115.53 (10) 

993,834.42 (15) 009,205.07 (11) 

999,880.08 (10) 028,438.32 (11) 

1,030,511.45 (17) 041,890.18 (12) 

985,912.22 (17) 001,233.30 (12) 

.,007,324.55 (18) 005,807.70 (12) 

,172,337.59 (18) 741,307.88 (13) 

i,270.1G 1.92 (20) 737,140.77 (13) 

270.871.97 (21) 732,720.27 (13) 

.230,890.77 (22) 715,029.08 (1 1) 

182,549.02 (14)'* 


1935 1934 

,807.35 (5)* 233,152.09 (2)* 
,852.03 (5) 243,489.08 (2) 

,431.87 (5) 209,127.58 (2) 

,753.95 (0) 252,792.48 (3) 

,542.71 (7) 271,997.23 (3) 

,889.80 (7) 252,219.03 (3) 

,419.26 (7) 201,719.71 (3) 

.108.51 (7) 237,099.39 (3) 

,108.54 (8) 251,429.02 (3) 

,741.39 (8) 200,257.31 (4) 

,578.49 (8) 290,914.29 (4) 

.32.3.39 (9) 349,424.80 (5) 

,227.20 (9) 348,043.31 (5) 


1937 

847.831.8G 
1,847,475.19 
2,834,717.31 
3,810,508.99 
4,804,433.41 
5,804,313.40 
0,840 824.94 
7,820,737.10 
8,834,001.71 
10,000,399.30 
11,27G,501.22 
12,553,433.19 
13,790,323.90 


Totals (Aud.) 1.3,700,889.0! 


1935 

302,807.35 
0G5,719.40 
1,010,151.27 
1,438,905.22 
1,834,447.93 
2.228,337.73 
2,033,750.99 
3,018,805.50 
3,472.974.04 
5,931,715.43 
4,434.293.92 
5,000,017.31 
5,075,844.57 


1934 

235,152.09 
478.041.77 
747,769.35 
1,009,561.83 
1.272.559.08 
1.524,778.11 
1,780,497.82 
2 023,597.21 
2,275,020.83 
2,535,284.14 
2,820,198.43 
3,175,023.23 


ANNUAL SALES 

1932 1,020,329 

1933 2,292,715 40.97# 

1934 3,519.931 33.53# 

1935 5,609,080 61.07# 

1930 8,704,019 53.51# 

1937 13,700,889 58.10# 

The increase in sales is attributable only partly to the opening 
of additional food-merchandising units. With few exceptions individual 
units established in 1936 and earlier showed sales increases in the year 
1937. 
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FINANCIAL POSITION 


In connection with the opening of 8 new markets and the im¬ 
provement of the existing markets and the warehouse your company 
spent approximately $278,000.00 (net) for fixed assets during 1937. 
A large portion of this sum was made available to your company from 
earned income as a result of the optional stock dividend and the re¬ 
tention of profits. A summary of your company’s financial position as 
at December 31, 1937 is obtained from the following items taken from 
the year-end statement. 

Total current assets.$1,281,041.61 

Total current liabilities . Ill,777.80* 

* Includes reserve of $152,842.71 for taxes. 


CHANGES IN CORPORATE STRUCTURE 

For purposes of centralization and ready control, your company 
formed two wholly-owned subsidiaries, The Food Fair, Inc. of Penna. 
and The Food Fair, Inc. (N. J.) to which all the units formerly operated 
by your company’s subsidiaries were transferred as of the opening of 
business on January 3, 1938. 

CHANGES IN CAPITALIZATION 

Your company fulfilled all its obligations incident to the sale 
to the public of 78,000 shares of common stock, and on April 20, 1937, 
after the completion of the underwriting transaction, there were out¬ 
standing 282,000 shares of common stock and options to purchase 
50,000 shares of common stock. On November 24, 1937, 3,000 shares 
were issued to officers of your company as part compensation for serv¬ 
ices rendered during 1937 and on December 27, 1937, 25,540 shares 
were issued in connection with the optional stock dividend so that at 
the year end there were outstanding 310,540 shares of common stock 
and options to purchase 50,000 shares of common stock. 
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OPERATING UNITS 


Your company’s management is convinced that the super-market 
self-service type of merchandising unit is most economical for the con¬ 
sumer and most profitable for the merchandiser. In keeping with this 
policy, your company has closed or disposed of all of its conventional 
service type units and, during 1937, has opened eight new super¬ 
markets. The satisfactory operation of these new units confirms the 
judgment of your company’s management and justifies continued ex¬ 
pansion along the same lines. 

It has been the policy of the company, whenever possible, to 
lease locations rather than to purchase real estate. All of the merchandis¬ 
ing units operated by your company, except one, are under lease; the 
only unit not under lease is located in a building purchased by your 
company in July, 1937. In several instances it has proved impossible 
to obtain certain choice locations under lease; in five of such cases the 
premises in question were purchased by corporations controlled by of¬ 
ficers of your company and then leased to your company by these corp¬ 
orations. In each of such leases the terms and rentals are substantially 
as favorable as those included in leases made by the company with other 
landlords. 


MANAGEMENT !& PERSONNEL 

Your company has always pursued a policy of training its own 
store managers and executives and will continue to follow this policy. 
These men are thoroughly grounded in the aspects of the super-market 
field by apprenticeships and extensive training in the company’s 
markets. It is endeavored, whenever possible, to advance men from the 
ranks to the position of store manager. 

At the beginning of the year your company and its wholly-owned 
subsidiaries employed approximately 1300 persons; by the end of the 
year this number had increased to 1722. The general relationship be¬ 
tween your company and its employees is reflected in the company’s 
granting one week’s salary as a bonus and a one week vacation to each 
person in its employ for one year or longer. 
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DEPRECIATION POLICY 


The company’s fixtures and other assets are maintained 
in good condition and at a high standard of efficiency at all 
times. In keeping with a conservative depreciation policy the 
life of equipment is estimated and reserves provided which will 
charge its original cost to operations ratably over the estimated 
life. The rate used with respect to equipment and improve¬ 
ments is the highest permitted under present tax regulations. 


The management desires to express its appreciation for 
the loyal support of the stockholders and employees during 
the past year. 



President 
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IfUlEli FOOD STORKS. Inc. AND ITS SI DSiDIARIK 










UNION PREMIER FOjOD STORES, INC. 


and its Wholly Owned Subsidiaries 


Concolidated Balance Sheet as at December 31, 1937 


Cash on hand and demand deposits 
Accounts receivable, trade 


Inventories at cost or market whichever lower: 

Merchandise m warehouse $42!),507.78 

Meichandise in stores . 269,959.16 

Merchandise m transit . . 52,745.91 

Store supplies . . 19,225.08 

Other current assets: 

Loans to others . ... 150.00 

Notes and accounts receivable for sale of trucks 20,804.86 


481,197.61— 
7,451.21 ^ 


20,954.86 -7^ 

$1,281,041.61/^' 


Security investments . 


l.ooo.otr- 


lleal estute, store and warehouse fixtures and 

equipment, improvements to leased properties 
and automobiles, at cost 

Less Allowance for depreciation and amortization 


Prepaid and deferred charges 
Other assets: 

Deposits with public utilities, etc. 

Cash surrender value of insurance on officer 


490,681.61 /■ 
26,749.10 - 


1,773.20 ^ 
0,184.71-^' 



$1,804,520.26 / 
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UNION PREMIER tOOD STORES, INC. 

and its Wholly Owned Subsidiaries 

Consolidated Balance Sheet as at December 31, 1937 


L I A B 11. I T 


E S : 


Current: 

Notes payable: 

Trade acceptances 
For equipment .. . 


Accounts payable: 

Trade 

Merchandise in transit 


Accrued liabilities: 

Salaries and wages 

Taxes, including Federal and state taxes on income, 
and excess and undistributed profits. . .. 


Total current liabilities 
Deferred income . 

Notes payable for equipment, due after January 1, 1939 


$ 42,040.00 
08,158.(14 


$ 444,777.8(1 f 
1,000.00 
23,746.11/^” 


469,528.91 


C 


PITAL : 


Capital stock: 

Common, par $1 

Authorized 750,000 shares 
Issued 310,540 shares 
(Options are outstanding to purchase 50,000 shares 
at $13 per share on or before March 1, 1942) 
Surplus, as annexed: 

Capital surplus 
Earned surplus 


980,479.20 XX 
37,977.15 / 
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CONSOLIDATED INCOME ACCOUNT 

For the year (52 weeks) ended December 31, 1937 


Suite . ... 

Cost of goods sold: 

Inventory, January 2, 1937 
Purchases, net of discounts 

Inventory, December 31, 1937 


Gross profit 


$13,7«0,889.69='"' 


$729,902.18 

10,908,575.20 

11,698,477.38 

699,400.94 


Operating expenses: 

Maintenance and repairs 

Depreciation of equipment and amortization 

Taxes other than income taxes 

Rents . .. . - 

Store wages . . 

Other operating expenses . . 

Officers’ salaries: 

Cush . $50,000.00 

‘Stock, 3,000 shares at $8.80 

per share . . . 20,400.00 

Other general and administrative expenses . . .. 


27,175.83*=- 

50,998.25 

60,038.23-'"’' 

103,863.18- 

973,020.56-=' 

741,993.51*-"— 


76,400.00-" 

165,558.32*—- 


t Value per share determined at time of making 
salary agreements with officers 


2,205,047.88 

556,831.37 


Other income: 

Dividends. 

Interest . 

Rents received, concessions 
Profit on sale of equipment 
Miscellaneous ... 


01.80 

1,971.94 

26,431.78 

1,002.34 

574.43 


30,042.29 


Income before interest and income and profits 
taxes, forward 

Interest paid 

Income befofc income and profits taxes 
Provision for Federal income and excess and undistributed profits 
taxes and state income taxes (including Federal undistributed 
profits taxes of $124.46) 

Net income . 
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CONSOLIDATED CAPITAL SURPLUS ACCOUNT 

-Pny thn y.pir December 31, 1937 



* For the purpose of charging earned surplus for the dividend paid in common stock 
' the Board of Directors determined the fair \alue per share to be $9 and for the 

j purpose of charging earnings for the common stock issued to officers in partial 

I payment of salaries directed that there be used $8.80 per share, the value deter- 

\ mined at the time of executing the salary contracts as represented by the price 

\ received from the underwriters at the time the salary contracts became effective. 


CONSOLIDATED EARNED SURPLUS ACCOUNT 

For the year (52 weeks) ended December 31, 1937. 


Balance, January 2, 1907 . 

Deduct adjustments of taxes applicable to 193(5 

Adjusted balance, January 2, 1937 
Net income for the year ended December 31, 1937, as am 


Dividends: 

$1.30 per share 

Includes optional stock dividend of 1/10 share of com 
stock in preference to 90 cents cash accepted 
respect of 255,400 share 
=* Cash 
Stock 


Balance, December 31, 1937 


$ 5 , 422 . 24 ^- 

1,580.53 


$190,440.00 

229,800.00, 
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CERTIFICATE OF INDEPENDENT PUBLIC ACCOUNTANTS 


Union Premier Food Stores, Inc., 

Philadelphia. 

We have made an examination of the consolidated balance 
sheet of 

UNION PREMIER FOOD STORES, INC. 
and its wholly owned subsidiaries, as at December 31, 1937, and of 
the consolidated statements of income and surplus for the year (52 
weeks) ended December 31,1937. In connection therewith, we examined 
or tested accounting records of the companies and other supporting 
evidence and obtained information and explanations from officers and 
employees of the companies; we also made a general review of the ac¬ 
counting methods and of the operating and income accounts for the 
year, but we did not make a detailed audit of the transactions. 

In our opinion, based upon such examination, the accompanying 
consolidated balance sheet and consolidated statements of income and 
surplus fairly present, in accordance with accepted principles of ac¬ 
counting consistently maintained by the companies during the year 
under review, the consolidated position of the companies as at December 
31, 1937, and the consolidated results of operations for the year ended 
that date. 

LYBRAND, ROSS BROS. & MONTGOMERY 

Philadelphia, Pa. 

February 8, 1938. 
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SHOP AT THE FOLLOWING MARKETS — OPEEATED BY YOUE 
COMPANY AND ITS SUBSIDIAEIES. 


ALLENTOWN, PA. 

913 - 921 Walnut Street 
7th and Allen Streets 

BALTIMORE, MD. / 

2515 Greenmount Avenue 
' Fleet & Haven Streets 
405 North Franklintown Rd. 
3901-25 Belvedere Avenue 

BETHLEHEM, PA. y 

79 West Broad Street 

BRYN MAWR, PA. */ 

636 Lancaster Avenue 

CAMDEN, N. J. 

1706 Federal Street 

COATESVILLE, PA. */ 

342 East Main Street 

COLLINGSWOOD, N. J. 

Park Ave. & White Horse Pike 


COLUMBIA, PA. 

343 Locust Street 

HARRISBURG, PA. / 

27 - 29 North Cameron Street 
302 Muench Street 
205 South 17th Street 

PHILADELPHIA, PA. */ 

7262 Frankford Avenue 
Germantown Avenue & 
Haines Street 

73rd Street & Elmwood Ave. 
853 South 55th Street 
6425-29 Torresdale Ave. 

READING, PA. J 

125 - 127 South Fifth Street 
10th & Penn Streets 

YORK, PA. / 

606 South George Street 
143-161 Roosevelt Avenue 
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